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SUBJECT: Excl usi on/ Ear ni ngs Received by Menbers of the California National Guard

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as introduceql

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X introduced 01-19-2000.

X FURTHER AMENDMENTS NECESSARY .
X DEPARTMENT POSITION CHANGED TO _Support .
X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED 01-19-2000 STILL APPLIES.

OTHER - See comments below.

SUWARY OF BILL

Under the Personal Inconme Tax Law (PITL), this bill would exclude from gross

i ncome any conpensation received by an individual for services as a nenber of the
California National Guard, State MIlitary Reserve, or Naval Mlitia, including
conpensation received as a federal nmilitary technician. For purposes of this
bill, conpensation does not include pension or retired pay.

SUWARY OF AMENDMENT

The May 3, 2000, amendnents deleted the bill’s prior |anguage that woul d have
excluded from gross inconme earnings by an individual for active service as a
menber of the California National Guard and inserted the provision discussed in
this anal ysis.

Except for the amendnent descri bed above pertaining to the partial resolution of
the State MIlitary Reserve and the Naval MIlitia policy considerations and the
resolution of the inplenentation consideration relating to definition of

earni ngs, the remai nder of the departnent’s analysis of the bill as introduced
January 19, 2000, still applies.

The anmendnent broadens the exclusion to include “conpensation for services,”

i ncl udi ng conpensati on received by a nenber of the California National Guard,
State MIlitary Reserve, or Naval Mlitia, for services as a federal mlitary
technici an. Conpensation received by federal mlitary technicians who are not
menmbers of the National Guard, State MIlitary Reserve, or Naval MIlitia of
California would not be excl uded. In addition, the anendnment broadens the
exclusion to conpensation received for services as a nmenber rather than
conpensation for active service as a nmenber. Consequently, conpensation received
for any service as a nenber such as conpensation for inactive duty training
(weekend drills) would be excluded from gross incone.
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Tax Revenue Di scussion

G ven the lack of definition for the term*“earnings” in the original version of
the bill, the departnment’s prior revenue analysis used data fromthe California
MIlitary Departnent regarding gross inconme paynents to nmenbers of the California
Nati onal Guard, which included both active and i nactive duties. The addition of
the State Mlitary Reserve or Naval MIlitia does not inpact the revenue, as these
two organi zations are not currently manned.

The original revenue analysis of the bill as introduced January 19, 2000, stil
applies.

BOARD POSI TI ON

Support. At its March 27, 2000 neeting, the Franchise Tax Board voted 2-0 in
support of this bill, with Menber B. Tinothy Gage abst ai ni ng.



